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PREFACE 


In 1982, the Department of Indian Affairs and Northern Development 
began its socio-economic impact monitoring program in connection 
with the Norman Wells Oilfield Expansion and Pipeline Project. This 
program, carried out under the direction of Professor R.M. Bone of 
the University of Saskatchewan, is, we believe, the first of its 
kind. Focussing on four Mackenzie Valley communities in the 
vicinity of the Norman Wells Project, this study was specially 
designed to allow monitoring of selected social and economic impacts 
through field surveys done before, during and after construction. 
The objective of the first field program, carried out in 1982, was 
acquisition of the baseline data, while the 1983 and 1984 field 
surveys captured the situation during the active construction 

phase. The 1985 fieldwork, done for the first time in all four of 
the survey communities by native organizations, provided the picture 
for the immediate post-construction period. 


Various aspects of the 1982-84 portion of the project were analysed 
in the 1984 series of reports. This series discusses certain 
perspectives from the 1985 work, and, as well, deals with changes in 
selected factors between 1982 and 1985. In a subsequent, and final, 
series subjects dealt with will include the overall impacts of the 
Norman Wells Project and a discussion of the monitoring of 
socio-economic impacts in Canada. 
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BACKGROUND TO THE NORMAN WELLS SOCIO-ECONOMIC 
IMPACT MONITORING PROGRAM 


In mid-1979, Esso Resources Canada Ltd. and Interprovincial Pipeline Ltd. 
initiated discussions with the federal government concerning a major 
resource development project in the Mackenzie Valley in the Northwest 
Territories. This project, the Norman Wells Oilfield Expansion and 
Pipeline Project, was designed to increase production of oil at Norman 
Wells and carry this increased production through a small diameter 
pipeline from Norman Wells to Zama, Alberta to connect with the national 
Oil pipeline system. The proposed project was brought to the attention 
of people in the Mackenzie Valley communities through community 
information meetings arranged by the companies and designed to inform 
local residents and businessmen of the potential job and contract 
opportunities associated with project construction. 


During 1980, public hearings were held in northern communities by both 
the Federal Environmental Assessment and Review Office and by the 
National Energy Board. These public hearings provided a forum for 
individuals, native organizations, village councils, government agencies, 
companies and special interest groups to present their views on the 
proposed project and the implications of such development for the North 
and native peoples. The question of involvement of northern residents 
and businesses in the Norman Wells Project was of major concern during 
the public hearings, and both the federal and territorial governments 
indicated that the degree of northern participation in the project would 
be a key factor in their consideration of whether to approve or reject 
the Norman Wells Project. On July 30, 1981, the federal government 
announced its approval, subject to a two-year delay in the commencement 
of construction to allow government, the companies and northerners time 
to prepare for their participation in this project. 


In early 1982, the Department of Indian Affairs and Northern Development. 
recognized the need to monitor the impacts of the project on the four 
communities located along the pipeline route. These communities, Norman 
Wells, Fort Norman, Wrigley and Fort Simpson, were regarded as the ones 
most likely to receive the bulk of the socio-economic impacts caused by 
the construction of the Norman Wells Project. All of tie socio-economic 
impacts had potentially positive and negative effects on the communities 
and local people, and the monitoring program was intended to capture 
these and evaluate them against the background of pre-construction 
baseline data on selected indicators. 


Carried out by the Department of Geography of the University of 
Saskatchewan under the direction of Dr. Robert M. Bone, the monitoring 
program consisted of gathering data from local residents on their 
household and business characteristics over the course of the 
construction phase. The framework for this work consisted of three 
parts: (1) pre-construction phase; (2) construction phase; and (3) a 
post-construction phase. The field work and data preparation took place 
from 1982 to 1986. A series of reports based on the data may be obtained 
fron the Department of Indian Affairs and Northern Development. 


1. IENTROOUCTION 


lid sOolss CosO) RESOUrCesS ang Interprovincial’ Pipe tine Etd. 
received federal approval to construct the Norman Wells Oilfield 
Expansion and Pipeline Project. One of the concerns raised in 
thempup! vourev tew hear ios mrebaved toothenléakage of fbénefits to 
ies ey ad ms os oo XB 0 This potential flow of benefits to southern Canada 
could take place in three ways: (1) income generated by project 
Ec laved 4 -work. being sPpenGiain eethem south: e( Zs busiiness*profrits 
generated by project related activities being reinvested in 
southern Canada; and (3) sale of the oil in southern Canada. In 
this report, the first of these three types of leakage is more 


closely examined. 


The data .for,this ‘report was coklected by the Norman Wells 
SOCHO—EF CONOMI-C m-MOndicomiings | Aaoaram ofomotgee,i7 b9s4 mn ande<4985. 
Ouestions sroms they;,consumenegesunrvey; seetiiion «of the’ household 
questionnaire for the communities of Norman Wells, Fort Norman, 
Wrigley and Fort Simpson form the basis for the report. At the 
request of the local band councils the questionnaire did not take 


place in Wrigley or Fort Simpson in 1984. 


The first section of this report examines the distribution 
of consumer spending for each of the study communities and how 
the spending pattern has changed during the three survey seasons. 
The next two sections of the report examine two questions related 


to the general pattern of consumer spending: 


1. what specific goods and services are the residents of 
each study community purchasing in other communities? 
and, 

2. how much of the economic benefits generated by this 


construction project are being lost to southern Canada 
in terms of consumer spending? 


2. DISTRIBUTION OF CONSUMER SPENDING FOR THE STUDY COMMUNITIES 


In the consumer survey section of the household 
questionnaire, a question was asked on what percentage of the 
household’s total shopping oTlt was spent in a variety of 
northern and southern communities. The results to this question 
reveal the locations where the residents of each community did 


the majority of their shopping and spent most of their income. 


The questi ory on?! ‘ther focation or shopping Mhas* remained the 
same in the three household questionnaires; therefore each year’s 
results are highly comparable allowing trends in shopping 
location to be established. A minor change in the recording of 
the responses occurred in 1985. The “other communities" category 
was divided into "other northern communities" and “other southern 
communities" but this resulted in little change other than making 
the “other communities" category more explicit (see Tables 1 and 


Zs 


The responses to the location of shopping question for the 
four study communities are shown in Tables ime -ands2. These 


figures were obtained by averaging the proportion of total 


Table | Percentage of Shopping B11] Spent 
{n Var{ous Communities 
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Comment: Other Commun (N) was a new category in 1985 and 
refers to any other northern communities in which 
consumer spending took place. Other Commun (5S) 
refers to other southern communities. 


Table 2 Percentage of Shopping 8111 Spent 
in Various Communities 
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Comment: Other Commun (N) was a new category in 1985 and 
refers to any other northern communities in which 
consumer spending took place. Other Commun (5S) 
refers to other southern communities. 


shopping bill that each household spent in each of these 
communities. A closer look will now be taken at the results from 


each community. 


2.1 Nerman Weiis 


Norman Wells, the site of the oilfield expansion, received 
the greatest impact in terms in in-migration and increases in 


income levels (Bone, 1984, p.11). Because of the large increases 


inmPersofal income, Gisposabile Income (availabie for” purchasing 
goods and services increased. For this reason, changes in 
shopping patterns at Norman Wells are especially important. The 
residents sof “Norman” Wel ls, “did)..little sshopping_ jin their’ own 
community in 1982 with only 33% of the total shopping bill being 
spent in Norman Wells (Table 1). This situation is tikely the 


result of: 


1. there was a large influx of people into Norman Wells 
as the project began and the new residents in 1982 
still had many ties to southern communities and 
continued to do the majority of their shopping there, 


2. there was a great deal of rotational employment in 
Norman Wells which provided many more opportunities to 
travel to southern Canada to purchase goods) and 
services for the residents of Norman Wells, and 

3. there were relatively few retail stores in Norman 
Wells in 1982. 

These connections to southern Canada are revealed in the 1982 


data when Edmonton captured 36% of the shopping bill of? “che 


households in Norman Wells. 
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Figure l indicates that as Norman Wells gained a larger 
proportion of the shopping dollar, Edmonton’s share declined. 
Almost all of the increases in shopping in Norman Wells 
corresponded with declines in shopping in. Edmonton. ALS. os 


revealed by the proportion of the total shopping by Norman Wel|]s’ 
residents accounted for by these two communities. The, .total 
proportion of shopping accounted for by Edmonton and Norman Wells 
remained nearly constant through the three survey seasons at 697% 


LMI cis wOd } shim! 984. anda 1.0 he line S85. 


There are several reasons for this shift. First, the retail 
business sector expanded at Norman Wells between 1982 and L985. 
Several hotels, beverage rooms, restaurants and other service 


businesses opened during the construction period, providing the 


residents OF Norman Wells with more variety and greater 
opportunity to spend their income in Norman Wells. Secondly, the 
in-migrant households which arrived in Norman Wells near the 


beginning of the project began to become accustomed to Norman 
Wells and the higher cost of living in the north. After living 
tne Normani We lise forsa whi lesssres icentsmaatibes to mesouthern |) Canada 
would lessen and this would likely lead to more of the household 
shopping taking place in Norman Wells. the-thirdtactor leading 
to increased shopping in Norman Wells is that as time passed many 
of the in-migrants to Norman Wells were families of project 
employees (Stewart, 1985, p.34). A possible scenario is that 


after some individuals found jobs, their families moved to Norman 


Wells to live with them and the number of trips to southern 
Canada would be greatly reduced. These three _ reasons together 
may account for the shift towards more shopping in Norman Wells 


and less in Edmonton. 


There are other interesting aspects to the spatial pattern 
for shopping by Norman Wells residents. Yellowknife has 
consistently captured approximately 15% of the shopping 
expenditures of the residents of Norman Wells (Table 1). The 
reason for the popularity of Yellowknife relates to its role as 
the territorial center and the larger number of businesses 
located there. As well, all government officials in Norman Wells 
travel to Yellowknife frequently allowing for some shopping to 


take place. 


Although Hay River is the next most important place for 
shopping by residents of Norman Wells, Hay River’s share of 
consumer spending has declined from 7% in 1982 to 2% in 1985. 
The reason for the decline likely relates to Hay River’s role as 
a transportation center, i.e., many of the families moving to 
Norman’ Wells “in =1982 would have driven to” Hay River, then 
transferred their household goods to Norman Wells by barge. Hay 
River would be the last opportunity for these families to 
purchase items before moving into Norman Wells. Since 
in-migration to Norman Wells has been greatly reduced with the 


completion of the Norman Wells Project in 1985, Hay River’s share 


of the shopping bil! has also been reduced. 


2.2 Fert Nerman 


The residents of Fort Norman did the majority of their 
shopping in their own community (Table 1). Approximately 80% of 
Fort -Normean®s shopping tock: place in Fort Norman in 1982, 1984 
and. Loss" since, the: Baywstore,,is:rthes om yairetaichyoutret in Fort 
Norman, its importance to the community is: considerable. This is 


a substantially different situation to that in Norman Wells where 


halt . OT less of the resident’s shopping took place in that 
community. Another factor in Fort Norman’s spending pattern is 
that on average over 90% of the total shopping bill is spent in 


northern Canada. Again, this is quite a different situation from 
that in Norman Wells where much of the spending outside of Norman 


Wells is in southern Canada. 


One anomaly in the three survey years isimthe “significant 
decline in the proportion of shopping done in Fort Norman in 
1984. While the 1982 figure was 81% and the 1985 figure was 89%, 
the 1984 value was a much lower 69% (Table 1). There are two 
possible explanations for this shift. Firstly, the residents) of 
Fort Norman did do more shopping in other communities such as 
Yellowknife and Edmonton in 1984, possibly because the residents 
of hort Norman who worked on the project had increased 


opportunity to travel to these other communities. The second 
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explanation relates to the time the survey took place in Fort 
Norman in 1984. When the 1984 survey was completed in Fort 
Norman several native households were on the land and thus didn’t 
complete the questionnaire. If you assume that these traditional 
households did most of their shopping in Fort Norman, this would 


explain the lower figure in 1984. 


Throughout the three survey years, Norman Wells ranked as 
one of: the most>-important“other™ locations for shopping=*ror the 
residents of Fort Norman (Table 1). Thl’s™ “importance™ “Fs a 
reflection of the emerging role of Norman Wells as a2 regional 
center and its» proximity to Fort Norman. Yellowknife, “the “next 
level in’) thes urbare nierarcny, was 'atso™ oT =some ‘importance. Si irc 
two most important communities in southern Canada for shopping by 
Fort) Norman fresidents’ are’ Edmonton ‘and the mai !l- order Service 


through Regina. 


2.3 Wrigley 


The responses to the Norman Wells Socio-Economic Monitoring 
questionnaire were intended to measure the impact of the Norman 
Wellhs; Project. However, the community of Wrigley was also 
impacted by another project, namely the extension of the highway 
to Wrigley and the impact of this project on shopping patterns is 
revealed in the data (Table 2). The completion of the highway 


into Wrigley was done by the Deh Cho Corporation, which is the 
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band owned development corporation of Fort Simpson. This company 
hired many residents of Fort Simpson and Wrigley to do the work. 
The result of this hiring pattern and the completion of the 
highway may be to increase contact between the two communities. 


With data available for 1982 and 1985, the impact on interaction 


in terms of consumer spending is indicated (Figure 2). 


Figure 2 


Percentage of Total Shopping Bill Spent in Wrigley and Fort Simpson 
by Residents of Wrigley 


Percent 


Legend 
Fort Simpson 
Wrigley 


This figure reveals that there was a small shift in shopping away 


ie 


from (Wrigley? "ands “towardsnFort. simpson, from 1982 to.) 985 by scne 
residents of Wrigley. This shift involved a drop in consumer 
spending in Wrigley of 4.3 percentage points and a subsequent 


increase in spending in Fort Simpson of 3.6 percentage points. 


The other major point of note about the shopping patterns in 
Wrigley is that like Fort Norman, an extremely high proportion of 
the spending by residents of Wrigley takes place in northern 
Canada. Northern Canada received 98% of the spending by Wrigley 


residents in 1982 and 96% in 1985 (Table 2). 


2.4 Fort Simpson 


Fort Simpson residents, like the residents of the other two 
predominantly native communities, do the majority of their 
shopping in their own community. In 1982, an average of 71% of 
the total shopping bill was spent in Fort Simpson and in 1985, 
82% of the consumer ‘spending was donewin Fort Simpson: (Table 2). 
The relatively small increase in shopping in Fort Simpson between 
1982 and 1985 was coupled with a decline in spending in Edmonton 
by» residents of Fort (Simpson,.similar-to.the,.situation in Norman 


Wells. 


There are three other major centers outside of Fort Simpson 
in which the residents of Fort Simpson shop. First, Hay River is 


of some importance as a center for shopping. Hay River captured 


MS) 


Bi. in 1982 Yaneds4../7.541 man oS> ofrsthe total sshopping bill of the 
residents of Fort Simpson. The second major center is 
Yellowknife. Yellowknife’s role as a center for territorial 


activity is certainly revealed in this data set as each of the 
Toure communiitwmes has iconststentlyy done ‘.al) portiome sof their 
shopping in Yellowknife. The final major community for consumer 
spending is the mail order service in Regina. Fort Simpson 
residents spent 5.5% of their shopping bill in Regina in 1982 and 


A257'1n 1985 atabie 2). 


As a final note, ia residents of Fort Simpson do most of 
their consumer spending in northern Canada. Over 82% in 1982 and 
over 91% in 1985 of all shopping by Fort Simpson residents was 
done in northern Canada which is a similar situation to that of 


Fort Norman and Wrigley. 


3. LOCATION FOR PURCHASING SPECIFIC GOODS ANDO SERVICES 


The previous section indicates that the residents of each of 
the study communities do varying amounts of consumer = spending 
outside of their own community with Norman Wells residents 
spending by far the most in other communities. The next question 
is, what goods and services are the residents of the study 
communities purchasing in other communities? In this section 


this question is examined. 


In the consumer survey of the household questionnaire, a 
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Table 3 Location for Purchasing Goods and Services 
Norman Wells 1982 - 1985 
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Table 4 Location for Purchasing Goods and Services 
Fort Norman 1982 - 1985 
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Table 5 Location for Purchasing Goods and Services 
Wrigley 1962 & 1985 


ee eee er er er ee ee ee ee ee ee 
ee ee ee ee ee 


1982 1985 

Other Other 
Wrigley North South ; Wrigley North South 

ote rin EE eG IT Dae TIC) Oe ent mE Tee 

Bank ing 28.8 NG 0.0 : 4.0 92.0 4.0 
Clothing 17.8 | anes eg) PT 90.0 6.7 324 
Groceries Sey 4.8 Aa, 96.8 0.0 ler! 
Liquor 0.0 100.0 0.05. 4 8.3 Sal 0.0 
Durable Goods Bor Ax) ie ponies 15.6 24.4 0.0 
Hunting Equipment 92.7 ink Bae sa MPO Peay oC 1.2 
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Table 6 Location for Purchasing Goods and Services 
Fort Simpson 1982 & 1985 
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1962 1985 
Fort Other Fort Other 
Simpson North South ; Simpson North South 
Ciesiteete le Wea mut r Lael er cern Gam cam Yer 
Bank ing 96.8 rel ag 98.9 Ls 0.0 
Clothing 56.4 5.4 30 ula 83.3 2.0) 1309 
Groceries 89.7 rae ee 98.4 et 0.5 
Liquor 94.3 ae 0. 00 as 95.8 3.6 0.6 
Ourable Goods 64.5 15. 20 tae: 18.9 9 Tewsol lod 


Hunting Equipment read Lie G2 A 93.4 Se 3.3 
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question was asked on the major location for purchasing a variety 
of goods and services and the responses to this question form the 
basis for this section. The responses are provided in Tables 3 
to 6 for each of the four study communities. The seven major 


areas of consumer goods and services are as follows: 


1. Health Services 
2. Banking 

3.) CLlOcminG 

4. Groceries 

ee | UOT 

6. Durable Goods 


7. Hunting Equipment 


These seven categories are a collapsed version of the _ fifteen 
original goods and services provided on the questionnaire. The 
health services category is a combination of where each household 
obtains the services of a doctor, a dentist and an optician. The 
durable goods category includes where each household purchases 
appliances, furniture, hardware, automobiles or lumber. Finally, 
the hunting equipment category includes hunting supplies (e.g. 
traps, rifles, etc.), canoes, boats and snowmobiles. In Tables 3 
to 6 the percentage of households which purchase each good or 
service Pa: (1) the study community, (2) OChnem enoctcnernh 


communities, or (3) southern Canada is provided. 


ys 


3.1 General Pattern 


Several of the specific goods and services reveal patterns 
which would be expected given the business infrastructure of each 


of the four study communities. These items may be summarized: 


1. residents OG the three predominantly native 
communities receive almost all of their health care in 
their own community. Residents of Norman Wells 
receive less than half of their health care in Norman 
Wells with many travelling to southern Canada; 

2. almost all residents of Norman Wells and Fort Simpson 
do their banking and purchase liquor in their own 
community. The residents of Fort Norman and wrigley, 
generally travel to these two larger communities to 


obtain these items; 


3. the location for purchasing hunting equipment is 
similar to the pattern seen for many of the goods and 
services with the predominantly native communities 
purchasing almost entirely in their own community 
while many residents of Norman Wells purchase these 
items in southern Canada; and 


4. many residents Lane ah four communities purchase 
durable goods outside of their own community. In 
Wrigley and Fort Norman residents often purchase these 
items from other northern communities, while in Norman 
Wells and Fort Simpson the residents purchase durable 
goods in southern Canada. 

Consumer spending on clothing and groceries more clearly accounts 
for the differences in overall shopping patterns between the 


communities which were noted in the previous section and for this 


reason these items deserve a closer |ook. 


SmecuG LOCh LAS 


spending on clothing is one of the most important 


Consumer 


the 


Figure 3 indicates 


and consistent expenses for a household. 


differences between the three native communities and Norman 


vast 


Wells. 


Figure 3 
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Consumer spending on clothing is one of the major areas in 


es) 


spending outside of Norman Wells took place by the residents of 
Norman Wells. Less than 20% of the households did their shopping 
for clothing in Norman Wells in each of the three survey seasons. 
ihe other 80% of the households; shopped for.clhothing in southern 
Canada. Over 80% of the residents of Wrigley and Fort Norman do 
their shopping for clothing in their own community (Figure 3). 
Withatone; .main. retail la istonesorinaeachsof: thesescommunities, .the 
importance of the Co-Op to Wrigley and the Bay to Fort Norman is 
illustrated. lary bortemSimpesoas tmonl ye56% offther residents did 
thei rashoppinoewfiosscloehing in Fontasumosonmins 1982 7eCTabile. 46). 
By 1985, over 80% identified Fort Simpson as their primary 


community for purchasing clothing. 


When, the location, for s,purchasing thes specific’ goods) and 
services in the south is broken down to the community level, the 
importance of Sear’s mail order service in Regina for purchasing 
cbothingwatseenevealed: For example, in each of the four study 
communi ties «Regi navthinished higher asva locatton (for ’'purchasing 


clothing than for any of the other goods or services. 


3.3 Groceries 


The consumer spending pattern for groceries is similar to 
that: for clothing.. Over 90% of “the, households in the three 
predominantly native communities purchase their groceries in 


their own community. Again, this reveals the importance of the 
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Bay and Co-Op stores to these communities. 


In Norman Wells, a shift occurred in the location for 
purchasing groceries. Lr 4A 9828S" OAVY- “SSLe "OF -" the *nousenoras 
purchased groceries in Norman Wells. Over 32% of the residents 


of Norman Wells purchased groceries in other northern communities 
and the other 30% purchased the household’s groceries in southern 
Canada (Table 3). Shopping for groceries» is the ~one “consumer 
activity which displayed a wide variety of locations. By 1985, 
over 52% of the households in Norman Wells purchased their 
groceries in Norman Wells (Table 3). This increase of 14 
percentage points in part explains the overal! increase in 
consumer spending in jNorman “wells from 1982 (to 13955. [he 
proportion of residents purchasing groceries in other northern 
communities, namely Yellowknife, did not significantly change 
from 1982 to 1985 while the drop in the percentage of Norman 
Wells households shopping for groceries in southern Canada 
accounts for most of the increase grocery shopping in Norman 


Wells. 


4. CONSUMER SPENDING PATTERNS AND THE PROBLEM OF LEAKAGES 


Leakage refers to the flow of capital and wages from an 
underdeveloped region back to a developed or core _ region. As 
noted in the introduction to this report, one of the methods by 
which leakage can take place is through consumer spending in the 


core region. When an industrial development takes place ina 
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relatively underdeveloped region, one of the goals is that the 
benefits of the project will be used to further develop the 
region. One way this occurs is through the secondary or spin-off 
effects of the industrial development. Employment opportunities 
in support businesses for the main industry and in the retail 
sector wil] further encourage economic growth. The optimum 
situation would be for all business profits and income generated 
from the development project to be reinvested in the developing 
regtor. Inenorthern”’ Canads. a significant ,~oroportion of the 
profits and wages generated by a development project flows to 
southern Canada. The degree to which capital leaks south is’ the 
focus of considerable debate. The amount of the income generated 
by the Norman Wells Project flowing to southern Canada through 


consumer spending is examined in this section. 


In the 1985 household questionnaire, the heads of the 
households were asked to estimate the household’s weekly shopping 


Oat: The question read as follows: 


Estimate your household’s weekly shopping bill: 
less than $51 
Sone pb OU 
3101 — $200 
$20) S500 


more than $500 


This response was expected to include all items that the 


ae 


household would purchase. Categories were used because it was 
felt that the exact value for weekly spending would be difficult 
to estimate. The, distribution.of responses for the \founesscudy 
communities is found in Table 7 and there is a wide variance of 


amounts spent by households on a weekly basis. 


Table 7 Weekly Shopping Bi!11 for Households 
in the Four Study Communities 


See ee ESS 8 SS a a SSS aS a SS a ww we wm we ow wm wm we we ws wes we ae ae ae wes we wes we ws ws ees we ee eee es 
Ne ee es eee ee 


Norman POLS Fort 
Wells Norman Wrigley Simpson 
VA soe ee errs Meer ene sy ren eer ee ee 
$5:14- $100 rad | 9 8 73 
$101 - $200 34 24 14 68 
Sc2Uls—) $500 56 ae 6 24 
more than $500 11 3 2 6 
: nyse AdvOs | ickAOarhen (W608hO Te oh BIWSARN TERRA TENG 
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In order to compute an annual dollar value for the total amount 
spent by each household, the mid-point of each class was 
multiplied by 52. For example, the households falling in the 
less than $51 spending class would have a yearly spending total 


Ota: 


class Xx weeks/year = annual 
mid-point consumer spending 
$25/week X 52 weeks = $1300 


By using the class mid-point it is assumed that the observations 
in each category are evenly distributed throughout the category. 


For the openended category "more than $500", a value of $501 was 


ig 


used. The justification for this was that it was felt that the 
few households falling in this category would not be much higher 
than the $500 value. Also, it was preferred to underestimate the 
total than to overestimate it for reasons which will be discussed 


later. 


The amount of money leaking from the developing region into 


southern Canada can than be computed by: 


Leakage ($) = S [(x« )(x )] 
. l Zs 
where: x is the amount spent by the household 
1 
over a year; 


= is the percentage of consumer spending 
2 
done in southern Canada. 


This summation Iiseeafor Gali household values in the region. 
Households at different levels of income and spending may do 
varying amounts of shopping in southern Canada. However, this 


potential problem is avoided since the data is collected at the 
household level and leakage values are computed for each 
household, then are summed. Since some households either were 
missed or refused to take part in the survey, it is necessary to 
re-compute the summation total to include all] the households in 
each community. This) procedune’)-essumess that the missed 
households have similar consumer spending patterns as the rest of 


the community. 
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Table 8 contains the leakage figures for each of the study 


communities for 1985 as wel! as the regional total. 


Table 8 Amount of Leakage to Southern Canada from 
the Four Study Communities, 1985 


ee ee wwe we ww we ww ww we we we we ew ww ww ww a a aw ww a we we www ww a ae a a a ee ae a ae a ae a a as = = = 
SSS SaaS eanataeasesaaea Se SS Sa Se Se Se Se Se SB SB SS SS SS SSS SS Se SS SS Se Se Se Se ee Se ee a Se eee ee = 


Total Amount Spent Total Amount Leaked 
by Households to Southern Canada 
Norman Wells —=«é«GHZyw 9H 56G—<“<‘COéCéC™C;*‘*S GWG’ 
Fort Norman $882,105 $30,507 
Wrigley $341,984 $20,504 
Fort Simpson $2,244,770 $199,116 
TOTAL FOR REGION __$6.4130425 8170360423 
The total leakage for the region was approximately $1.04 million 


for 1985 using the above computation method. It is important to 
note that this is the leakage from consumer spending and does not 
include leakage through business profits and spending or through 
the sale of the oil in southern markets. Table 8 indicates that 
much of the leakage occurs from Norman Wells with some from Fort 
Simpson but little from either Wrigley or Fort Norman. lt 1 terns 
assumed that similar spending patterns occurred in the four 
communities during the entire construction period of the project 
then as much as $5.2 million may have leaked to southern Canada 
from. 1981 06-1 9S>. This amount of leakage is extremely 
significant and had it been reinvested in the north, could have 


created more jobs in northern communities. 


However, this five year tota] for ‘the region 35 


underestimated for several reasons. First, as was noted earlier 


a 


the open-ended category for weekly spending was assigned the 
Value ofr utiemwlowenr) imi tort sthescareqonysd htmni'secimoossib.ie “to 
know how much households in this category actually spent, but it 
is certain that it was higher than the lower Limist igor: the 
category. Second, in previous sections it has been shown to be 
incorrect to assume stable spending patterns for the communities 
from 1981 to 1985. For example, it was indicated that consumer 
spendings® jin, ythe . north . by...nesidents,,.. of...Norman .We] ls rose 
dramatically from 58% to 74% between 1982 and 1985 (Table !). 
The original figure of $1.04 million per year for the region is 
based on 1985 spending patterns and is significantly lower than 
the leakages which would have occurred in the earlier years of 
the Norman Wells Project. hig hy, eit. snail Tticults tovassume 
that the dollar value of consumer spending would be similar 
throughout.) the. \vears .of itherheprovect. A case may be made to 
suggest it was higher in 1982, 1983 and 1984 than in 1985. At 
the height of the construction period of the project, incomes 
were higher so that more spending likely took place. AIso, early 
in the project more households were moving to Norman Wells which 
would also result in higher spending. The result of these three 
factors is that the five year total is likely underestimated; 
however this figure does establish that at least $5.2 million 
leaked from the region to southern Canada through consumer 


spending during the Norman Wells Project. 


Trereinal cuestion. (snow. couta Enis woss or. $5.2 mid lion 
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have been avoided? It is probably impossible to completely avoid 
some leakage from a developing region back to @4 core region. 
These smal] communities quite simply do not have the business 
infrastructure to capture the entire consumer spending of al] 
households. Items such as appliances, furniture or automobiles 
are less expensive in southern Canada and it would be near 
impossible for these items to be carried by northern businesses 
with such small markets. However, from the previous section it 
was noted that there was extremely low consumer spending in 
Norman Wells for items such as clothing and food suggesting that 


some of the leakage could have been avoided. 


As'-a.f.inal~ note to this section, it must be. reiterated thar 
the $5.2 million leakage figure during the construction of the 
Norman Wells Project is only for consumer spending. The leakage 
from business profits and spending and the sale of the oil in the 
south are not included in this figure. If these were, the total 


leakage would be substantially higher. 


5. CONCLUSIONS 


This report has examined consumer spending patterns and how 
they have changed for each of the four study communities during 
the construction of the Norman Wells Project. There are several! 
conclusions which may be drawn from the analysis from this 


report. These conclusions are: 


(2a 


consumer spending in Norman Wells rose significantly 
during the construction of the Norman Wells Project. 
Households in Norman Wells increased spending in their 
OWN sCOMMUNLEM Fromrs37Z4n0f tieinastotal ishoppimgcbi Ll in 
RIGA Om lye eli bhoSo.s 


consumer spending in their own community remained 
consistently high in the communities of Fort Norman, 
Wrigley and Fort Simpson throughout the Norman Wells 
Proj ject: 


as households in Norman Wells increased their spending 
in their own community, Edmonton significantly 
declined in importance as a location for consumer 
spending; 


Fort Simpson increased slightly in importance as a 
location for shopping by residents of Wrigley which is 
possibly a result of the construction to extend the 
highway into Wrigley; 


durable items were the goods least purchased in their 
Own community for the residents of Fort Norman, 
Wrigley and Fort Simpson. In Norman Wells, shopping 
for clothing and groceries were the most significant 
in terms of spending outside of Norman Wells; and 


leakage through consumer spending is estimated at 
SiO 4emiel | 1On «sbOr GEne we 6eolona. LOG 1985. Leakage 
through consumer spending was approximately $5.2 
million during the construction of the Norman Wells 


Project. 


28 


6. REFERENCES 


Bone, R.M. 1984: The DIAND Socio-Economic Monitoring 
Program. Report 9-84 DIAND Norman Wells Report Series, 
Ottawa. 


Stewart, David A. 1985: Population Impacts of the 
Norman Wells Project on the FEour Study Communities 
1982-1984, Report 2-85 DIAND Norman Wells Report 


Series, Ottawa. 


‘ aye ] t ra 


if i ria 


os 
> 
7 Pt 
a ™ we . - io 7 
7 Mea SAPP omeue 7, 
i » Sa ge ee ie oe 3 
5 + & ae ta 


ey 
ma 


an 


